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SUBJECT: OPIC FINANCING FOR VALLEY WHOLESALE PALLET PROJECT 
DEPT PASS OPIC (JACK MOORMAN) 

1. EMBASSY HAS REVIEWED MATERIAL FORWARDED BY OPIC 
CONCERNING VALLEY WHOLESALE BUILDING MATERIALS PROJECT 
TO PRODUCE KNOCKED-DOWN PALLETS IN COSTA RICA FOR EXPORT 
TO U.S. MR. COBB OF VALLEY WHOLESALE HAS ALSO 

DISCUSSED PROJECT IN GENERAL TERMS WITH EMBASSY'S COMMERCIAL 
ATTACHE. 

2. EMBASSY'S INITIAL IMPRESSION IS THAT THIS PROJECT 
WOULD HAVE A FAVORABLE DEVELOPMENT IMPACT IN COSTA RICA 
AND THAT IT WARRANTS CONSIDERATION BY OPIC. THE COSTA 
RICAN GOVERNMENT HAS GIVEN THE HIGHEST PRIORITY TO 
INCREASING EXPORTS, WHICH THIS PROJECT WOULD CERTAINLY 
DO (WE ARE AT A LOSS TO UNDERSTAND IMPLICATION IN OPIC'S 
DECEMBER 8 LETTER TO INVESTOR THAT PROJECT WOULD BE 
VIEWED MORE FAVORABLY IF IT DID NOT CREATE EXPORTS BUT 
PRODUCED GOODS FOR THE LOCAL MARKET. WE VIEW DEVELOPMENT 
PROJECTS MORE FAVORABLY IF THEY INCREASE EXPORTS). 

3. THE PALLET PROJECT WOULD ALSO DIRECTLY EMPLOY ABOUT 

200 PERSONS IN COSTA RICA, AND WOULD MAKE IT POSSIBLE TO EXPORT 
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PANELLING OR HIGHER VALUE USES. IT WOULD NOT HAVE LOCAL 
INVESTORS BUT WOULD PRODUCE INCOME FOR THE LOCAL 
LUMBER YARDS, FROM WHICH THE WOOD WOULD BE PURCHASED, 

AND WOULD INDIRECTLY CREATE LOCAL JOBS ON BACK TO THE WOOD- 
CUTTERS. 

4. THE COSTA RICAN GOVERNMENT GIVES TAX HOLIDAYS FOR 
THE PURPOSE OF STIMULATING FOREIGN INVESTMENT. THIS 
REPRESENTS A TRADE OFF IN WHICH IMMEDIATE TAXES ARE 
SACRIFICED IN ORDER TO GAIN JOBS. TAXES ON THE INCOME 
FROM THE NEW JOBS. AND OTHER BENEFITS. WE DO NOT 

BELIEVE THAT A PROJECT SHOULD BE DOWNGRADED BECAUSE IT WOULD 
BE ELIGIBLE FOR TAX INCENTIVES. USE OF SUCH A CRITERIA 
SUGGESTS THAT IF THE LOCAL GOVERNMENT THINKS THAT A 
PROJECT IS OF SUFFICIENT DEVELOPMENT VALUE TO 
DESERVE INCENTIVES, WE SHOULD RESPOND THAT IT IS NOT OF 
DEVELOPMENTAL VALUE BECAUSE IT WOULD RECEIVE INCENTIVES. 

5. THE PROPOSED PALLET PROJECT NECESSARILY WILLHAVE 
A LIMITED IMPACT BECAUSE IT IS A SMALL PROJECT. BUT WE 

THINK THE DEVELOPMENTAL VALUE IS HIGH IN PROPORTION TO THE IN- 
VESTMENT AND THAT AMONG SMALL PROJECTS THIS ONE WOULD HAVE 
A FAIRLY HIGH RATING AS TO DEVELOPMENTAL VALUE. 

6. ASSUME OPIC DECISION RE FINANCING WOULD NOT AFFECT 
ELIGIBILITY THIS PROJECT FOR INVESTMENT INSURANCE. TODMAN 
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